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Advertisers and Advertising Agencies
have no DIRECT financial interest in FCC actions.



However, as advertising is impacted by FCC actions advertisers
must react to any changes, which can create market situations
preempting FCC goals.

Further, increased costs to Advertisers are detrimental to the economy
as a whole as advertising costs are absorbed in |
total prices that consumers pay for goods and services.

Individual consumers can be further harmed if FCC actions prevent
the consumer from being knowledgeable about products in the |
marketplace.



Advertisers’ interests are the same as the American viewers’
and in line with the FCC’s obligation to provide for a diversity
of voices in the television and radio marketplace.




Advertisers’ need for programs
that appeal to diverse audiences
is both broad and deep....

Parent Companies Advertising on Cab'le: 2,798
Individual Brands Advertised on Cable: 12,423
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As the Third Circuit said, FCC actions to deregulate and
open markets have in fact closed them and severely limited
the diversity of voices.

That is why advertisers are worried about the unintended consequences
of any FCC action on “a la carte” cable which could further 11m1t
advertising avenues to reach our diverse population. -~~~ -~




Simply put, previous governmental actions that have limited :

the diversity of voices have limited advertiser opportunities
in the most effective and cost efficient medlum to reach consumers.

It is therefore essential to advertisers that further FC_CinitiétiveS '
be closely examined for their potential unintended consequences.




That is why the “a la carte” cable issue which seems to be a |

simplistically soluble three way battle between the two rich MSO and
cable network elephants and consumers is so complex and important
an issue to the seemingly uninvolved advertising mice. - |




What 1s the problem?

That people “pay” for programming they don’t want/ watch... =




Netwaork Penetration/ Avg CcV Network
Cvy®h Rig
(Total US HH)

Thie Weather Channel
"ABC Family

TL.C .
~ American Movie Classics
~ Comedy Central .

FOXNC

Home and Garden TV :

OO 1) e

Animal Planet

‘Entertainment TV

Disney Channel , v

FOOD covery Times Channel :

FX 0.5 Great American Country -

SCIFI " 0.5 The Outdoor Channel 24 0.0 0.0

TVland 0.5 Tumer South - 10 0.0 0.0
Source: Nielsen Television Activity Report, Quarter 1, 2004. - 10




If viewers chose by network, they would not pay for what they dldn t
want. : :

But they would pay more for those networks they did want as the
viewership is-not inclusive across all networks.

Simple arithmetic shows that there are not enough people to carry the -
cost of any single network so program quality would not be the same. .

Would people pay more for less?
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So, many networks would go out of business.

But, some would say that then they should.
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For advertisers this could be good as broadcast networks would
deliver large audiences again.

But it would be bad because there are over 12,000 target audlencesf |
that advertisers tried to reach last year that would now be
m3531ﬁed” making advertising expenditures highly inefficient.

Currently, advertisers buy cable netwOrks. even though over 70% _
of cable PRIME time delivers less total viewers in mass than a
spot on channel 11 in NY at 2 am because of the 12,000 targets.

Eventually, viewers would leave television as they sought out
other media more tuned to their individual tastes. |

Advertisers would then lose the most effective and efﬁc1ent Way

to let Americans know about their products "




“But advertisers would pay more for the chosen networks making
up for the lost subscription revenue because they know the viewer 1s
more interested in the programming.” |

Advertisers have experience in this area and know the argument =~

 for paying more for a “chosen” medium by payment is false... -
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. - MAGAZINE READER EXPERIENCE STUDY

FOR CONSUMER MARKETING: EXPERIENCES DEEPEN TIES

Studying how consumers experience reading magazines revealed important truths about
magazine connections that dispel several myths. Many of these myths are rooted in the
transaction of consumer magazine buying. The Reader Experience Study shows that these
wansaction-based myths have little to do with the realities of consumers’ experiences with
magazines and have important implications. Key findings: ) : i

MYTH: Roaders of magazines purchased at newsstand are “hetter” than subscribers.
FINDING: Across magazines, this Is not the case. Reader Usage Measurs (RUM) is the
same whether the magazine is purchased by subscription or on the zwim.mﬁman.,

MYTH: Lower subscription price paid means the reader values magazines less.

FINDING: Across magazines, this is not true. RUM is unaffected by average net
subscription price.

Media Management Center + Magazine Publishers of America * The American Society of guaﬁm:a Editors




Analysis of Subscription Matching
. - for -
Time, Inc. & Advance Publications

March 5, 2004

McFheters Company
T ‘ Consultants to the Media
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Objective

* To determine whether or not price
and source of subscrlptlon affects
reader quality. B

Cw:sméaﬁg to the Media
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Summary

» For these publications, neither price paid
nor subscription source is a substantial
determinant of subscriber quality.

Company

McFPheiers -




“But cable operators are smart and wouldn t sell 1nd1v1dua1
networks, they would package them in tiers.”

On the surface, that sounds good for adVel”tisers because it
would make for cleaner/ clearer buys. =

But viewers are already choosing those networks by Watchlng
them, and advertisers follow the viewing.

And everyone claims to watch “Masterp_iece Theatre” and -
only a few own up to craving “The Bachelor”...

19




09/29/2003-07/25/2004
MTWTFSS 6:00 AM-6:00 AM *

WORKS

IR AT

(LIF) 19%
(OXYG) 0%
(WE) 32%
(HGTV) 200,
(SOAP)  oo%
(LMN) 2%
KIDS NETWORKS s e
(TOON) 31%
(TDSNY) o 36%
(NOGTN)  36%
(NICK) 359 l
SPORT NETWORKS e £
(ESPN) e
(ESPN2) S50
(SC) 21%
(OLN) e
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How would the networks make up for the lost audience and
lost advertising revenue in addition to the lost subscription
revenue? |

And how would the advertiser find the audlence Wthh 1S not
just age and sex but psychographic. ‘

Will it even be in television?

And what about the creative? What changes would we need to
make to fit the right commercial in whatever new env1r0nment
that audience goes to?

1.




The supermarket has food and other goods for the various
diverse tastes of the community it serves.

22



Network Penetration/ g < Network
Cvg%
(Total US HH)

A& E Network ™~
O
Lifetime TV
SPIKE TV,
TBS Network. S
The Wééther (;hannel
CNBC : e
-EsSPNQ
_"ABC Eamiv T
The History, Channel
- Headline News
TLC
VHT
American Movie Classucs.
““Comedy Central
FOXNC
" Home and Garden TV
TOON
"Animal Planet
Entertainment TV
"Disney Channel o 0. _ : '
FOOD 77 . 7. Discowery. 'ﬁmes Channel e
TFX e Ty 5 (Great American Country | 24 0 L 20
CscR T 77 77647177180 i The Outdoor Channel | 24 06., 20
Wied T TUTToa | Tded TmerSowh T 100100 LA

,,,,,, ? . T

Source: Nielsen Television Activity Report, Quarter 1, 2004



It is all about the guava paste...
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The worst thing that happens to an advertiser is when the expected
advertising 1s not dehvered

That is why we expect a minimum level of committed subscribers
before we can buy a new network. ' |

We know that the subscribers turn into viewers through trial.

As marketers, advertisers know that there 1s no purchaSe without
trial and there is no trial without availability/shelf space first and -
then consumer knowledge of availability.

Thus,without the video supermarket that now exists, advertlsers would
not be able to support new networks ‘

25




Cable Breakout Programs
Progam Rtg. vs. Network Average

Season-To-Date

- PROGRAM NAME
Blow Out Bravo Tuesday oP 10P 0.45 0.10 450 0.49 012 408 -
Celebrity Poker Show dow n Bravo Tuesday aP 10P 0.54 0.10 540 0.60 ' 0.12 500 -
Queer Eye for the Straight Guy Bravo Tuesday 10P 11P 0.77 0.10 770 0.87 0.12 725
Trading Spaces T.C Saturday gp 0P 108 0.27 404 123 029 474

" World Poker Tour ' Travel Channel Wednesday 9P 1P 0.34 0.06 567 0.41 0.07 586
QOutback Jack TBS Superstation Tuesday 9P 10P 1.02 0.45 227 0.97 044 220
Joe Schmo (2) Spike TV Monday 11:05P 12A 0.54 0.22 245 0.44 0.22 200
The 4400 USA ™ Sunday 9P 1P 2.51 037 678 2.81 0.41 685
Dead Zone USA Sunday 10P 11P 121 0.37 327 1.41 0.41 344
Monk USA™ 7 Friday  10P 11P 124 037 . 335 169 Y 412
Nashville Star CMT Saturday 10P 11P 0.71 0.08 868 093" 0.09 1033
1-800-Mssing Lifetime Network ~ Saturday 10P 1P 0.53 0.37 143 0.64 042 - 152
Strong Medicine Lifetime Network  Sunday 10P 11P 0.54 0.37 173 0.73 042 174
TheDivison ~ Lifetime Network  Sunday 9P 0P 1 0.60 _ 037 162 0.71 042 169
Wild Card T T (fetime Network  Saturday Tep T TTeP T 088 0.37 151 0.66 - 042 - 157

" NipfTuck BT Tuesday 0P 1P AT 026 658 175 0.26 673

" RescueMe UK Wednesday  10P 11P 1.95 0.26 750 2.07 0.26 796
“The Shield o TURX T Tuesday P 1P 1.3 . 026 TUBIL P im0 026 - 800 i
Airfine AZE Monday 10:30P 11P 0.23 047 - 135 _0.28 022 iz
Dr 90210 B Monday ~ 10:30P 1P | 019 0.14 136 0.19 014" 136

""The Chappelie Shaw ~ Comedy Central  Tuesday 10P 10:30P 0.72 024 300 054 018" - 284
Crank Yankers o Comedy Central  Tuesday 10:30P 1P 0.40 0.24 167 0.27 S04 -~ 142

TheDaiyShow  Comedy Central MF P f30P | 050 0.24 U8 o4z 049 221

 SouthPark " Comedy Central Wednesday  10P  "10:30P 156 024 650 1.16 ) 0.19 G
The en Show ~ Comedy Central Sunday 0P 10:30P | 048 0.24 200 | 044 019 23

 Fatherhood " NekatNte  Saturday 0P 10:30P 1 038 050 72V p3 051 " 59
Tour de France OLN M-Su GA 11:30A 0.13 o2 es0 015 . 003 - 7500
Newlyweds MV Wednesday  10P  10:30P 1 187 - H £ [ B R e o 0.16 L
“The Osbournes My - Tuesda 10:30P 1P 1.56 0.26 600~ . 142 016" =~ 00
Pimp My Ride UMV Sunday ggop foP 0 115 026 ' 242 072 0.16 450
Pokd MTY T Sunday 9P 80P 1.00 0.26 385. 068 0.16 . 431
RealWorld MV Tuesday 10P j030P ] 203 0286 781 ¢+ 128 1016 806
Rich Grls © MV Tussday 1030 1P . 096 o2 39 |- 060 018 Coars
B)s Bshiaq SRS R S48 Wednesday  10:30P 1P 146 0.28 562 101 - 016 - 83 |




“But the supermarket doesn’t make you buy the m,mﬁmammsm
if you only want tomatoes and cucumbers.”




Ah, but you are still paying for the asparagus even if you
don’t get it.

After all, the vegan pays for the part of the cost of unsold and spoiled
meat that must be discarded in the price of the bean curd. |

And we all pay for the loss leader price of the fabrlc softener even

if we don’t do laundry in the cost of the eggs.

28,



And the supermarket carries flashlights and other essentials
you just might need and the cost of that inventory carriage
is in your potato chips.

29




Weather
Channel

Severe Weather Events

: Ba-Za
Type HH (000} A25-54 Rig.

o
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w
W
W,
W
Quarterly Averages
2Q03 - 251 0.14
3Q03 219 0.16
4Q03 246 0.14
1Q04 283 0.16

WEWINLEH U= ULHEH IS U UG
Scurce: Nielsen via MultiTrak, 1/1/03-1/31/04

Index

A25.54




Of course, you could go to the green grocer, the bakery, and the
local butcher. , -

It will cost you more.

And if you want a crown roast of lamb, the Islip Meat Market
will sell it to you if you order it in advance :

31



“But in Canada, a la carte works.”

Let’s ignore the numbers that say otherwise.

But what doesn’t work for advertisers or viewers is there 1s no
diversity requirement in Canada. In fact, the govemment grantsi |
monopolies by program type. f

Americans crave diversity of voices.

That is why when more channels are added, more channels are
watched as they are discovered and sampled...like the guava
paste. o '

32,



That is like having only one juice, say grapefruit, in one size at the
grocery store. |

Well on school mmu\m [ have to pack my daughter’s Es% msa éwm:
if I can’t get a juice pack size?

And what if she sometimes wants grape juice?
Advertisers are no different than Ev\,.am;mrﬂwﬂ. - - o

It is probable that American viewers are no different either.
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The viewer wants a market that serves his/her tél_eViSiOn.needs.
But as a diverse population, that market needs to be a supermarket.

And the advertiser needs to sell to people that like tomatoes and hate
Brussel sprouts or only eat hot dogs. | | |

In both cases, the supermarket where the totality of the goods and the
“associated costs are carried across that diverse selection and amortized
over all of the customers is the most efficient for feeding the community.

And, concurrently, the most efficient for those that want to feed the
community. o
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